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RESPONSE TO AUDIT REPORT ON THE CONSOLIDATED FINANCIAL 
STATEMENTS AND PERFORMANCE INFORMATION FOR YEAR ENDED 
30 JUNE 2009 

INTRODUCTION 

In accordance with the Public Audit Act, No. 25 of 2004, Council has to 
consider the Audit Report within one month after its first sitting after the audit 
report has been submitted by the Auditor-General. 

Detailed below are the responses; referencing is to the paragraph numbering 
in the Audit Report: 

EMPHASIS OF MATTERS 

Unauthorised, irregular or fruitless and wasteful expenditure as well as 
material losses through criminal conduct. 

9. The comments are noted. In accordance with the MFMA, instances of 
irregular expenditure are reported and investigated and steps are taken 
to recover or rectify such expenditure. 

National and Provincial government accounts 

10. The comments are noted. The status of National and Provincial 
government municipal accounts is reported on a monthly basis to 
National Treasury, the relevant National and Provincial Government 
Departments, the MEC for Local Government and the Minister of Co- 
operative Governance and Traditional Affairs. The outstanding 
amounts are reported to facilitate payment of the accounts in question. 

Going Concern 

1 1 . The comments are noted. 

OTHER MATTERS 

Non-compliance with applicable legislation 


13. The necessary policies and procedures are being implemented, so as 
to ensure that all suppliers are paid within 30 days of receipt of their 
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invoices or statements. Supplier statements are monitored 
electronically, to ensure that payments are made within the stipulated 
timeframes. Various reporting mechanisms have been implemented to 
detect bottlenecks in the payment process, which are the reported to 
management for the necessary corrective actions. The Municipality 
also operates in terms of a Payments Policy, which guides the 
payments made to suppliers. 

14. It is to be noted that all contracts above R100 000 are now reported on 
a regular monthly basis to National Treasury, in terms of the format 
prescribed by it. 

15. Although the entities in question did not have their own formal Supply 
Chain Management Policies, they operated in accordance with the 
Municipality’s Supply Chain Management Policy. 

16. The said entities now form part of the Nelson Mandela Bay 

Metropolitan Municipality and will subject to the Municipality’s risk 
assessment and fraud prevention mechanisms/strategies and will 
follow the processes and protocols of the Municipality with regard to 
back up facilities. 

17. The said entities now form part of the Nelson Mandela Bay 

Metropolitan Municipality and their assets will be included in the asset 
register of the Municipality and reconciliation and verification in respect 
thereof will be performed. Furthermore, the assets of these entities will 
be maintained in terms of the Municipality’s Maintenance Plan. 

18. As the entities are part of the Municipality, they will now be subject to 
the Municipality’s Internal Auditing and Audit Committee oversight 
processes. 

South African Local Government Bargaining Council’s Collective 

Agreement on Conditions of Service 

19. The necessary communication will be issued to all municipal 
employees, emphasising the requirement to take the minimum number 
of days’ leave, as stipulated in the collective agreement. The relevant 
Executive Directors will be advised of the employees in question, so as 
to ensure that the minimum number of days leave is in fact taken. 
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20. The necessary communication will be issued to all municipal 
employees, emphasising the requirement that the accumulated leave 
may not exceed the maximum number of days stipulated in the 
collective agreement. The relevant Executive Directors will be advised 
of the employees in question; so as to ensure that the maximum 
number of days accumulated leave is not exceeded. 

Value-Added Tax Act (VAT Act) 

21. A complete review was undertaken of lease payments on motor 
vehicles and the associated VAT in the amount of R95 258 was 
adjusted in the 2008/09 financial statements. The necessary controls 
have been strengthened, to ensure that the VAT status of the votes are 
correctly reflected and monitored on an ongoing basis. 

Supply Chain Management Regulations - GRN.868 of 30 May 2005 

(SCMR) 

22. The comments are noted. The RIO million stipulation in terms of the 
Supply Chain Management Policy is based on the cost estimate of the 
contract value of a particular project. It is to be noted that it is not 
always possible to determine with absolute certainty whether or not the 
contract value will exceed RIO million, especially in relation to 
engineering contracts. 

23. The necessary control measures have been instituted to ensure that all 
tender documentation received, is scanned into a database containing 
all tender documentation, prior to evaluation. This will facilitate easy 
access to tender documentation. 

24. The member(s) of the Bid Committees do sign the Declaration of 
Interest, as this is the practice at all Bid Committee meetings. The 
instances referred to might have occurred due to an oversight. 

Municipal Systems Act 

25 & The comments are noted. It is also to be noted that the entities in question 

26. question were absorbed into the Municipality with effect from 1 May 2009. 
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GOVERNANCE FRAMEWORK 

Key governance responsibilities 

28. The comments are noted. 

29. The necessary control measures have been instituted to ensure that 
the fixed asset register will in future be submitted timeously for 
auditing purposes. 

30. The comments are noted. 

31. Additional resources have been secured to attend to the 
implementation of the Internal Audit Plan during the 2009/10 financial 
year. A service provider was appointed to supplement the capacity in 
the Internal Audit Division. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

Report on Performance Information 

Audit findings (performance information) 

Non-compliance with regulatory requirements 

42. The Municipal Systems Act stipulates that KPIs set by a municipality 
must include any general KPIs. It does not necessarily state that these 
must be included in the IDP. All key performance indicators were 
included in the SDBIP, which is a detailed implementation plan 
ensuring delivery to the strategic objectives set out in the IDP. In view 
of the finding, these will be included in the 2010/1 1 IDP. 

43. The comment is noted. The performance of Centenary Hall 
Promotions and Feathermarket Hall Promotions has, however, been 
included in the Municipality’s 2008/09 Annual Report. 

44. Mandela Bay Development Agency is in the process of finalising a new 
Five-year Strategic Plan and arising from this document, a 
performance management system will be implemented in the 2009/10 
financial year, whereby measurable performance indicators and 
objectives will be reported on. 
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Internal auditing of performance information 

45. With effect from the 2009/10 financial year, the Internal Audit Sub- 
directorate will undertake the required audit of performance 
measurements and submit reports to the Municipal Manager and the 
Audit Committee. A service provider has been appointed to enhance 
the capacity of the Internal Audit Sub-directorate to undertake the 
function. 

Inconsistently reported performance information 

46. The comment is noted and has been addressed in the current SDBIP. 

Reported performance information not relevant 

47. The comment is noted and has been rectified. 

Reported performance information not reliable 

48. The comment is noted and rectified as reflected in the 2008/09 Annual 
Report. 



